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SUBJECT: U.S. GOVERNMENT CONCERN OVER EXPORT CREDITS 
PRACTICES 

DELIVER PRIOR TO OPENING OE BUSINESS ERIDAY, MAY 26. 

1 . EOLLOWING IS REPORT OF BREAKFAST DISCUSSION BETWEEN 
JOHN MOORE, HENRY WALLICH, ERED BERGSTEN, AND MYSELE ON 
EXPORT CREDIT PRACTICES. REQUEST YOU RAISE ISSUE WITH EC 
ON BASIS TALKING POINTS WHICH EOLLOW. 

2. THERE WAS MAJOR CONCERN REGISTERED OVER THE GROWING 
USEOECONCESSIONARY FINANCING TERMS AND OTHER INDUCEMENTS 
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LINKED TO PURCHASE OF EXPORTS. OF SPECIAL CONCERN IN THE 
DISCUSSION WERE THE PAN AM DEAL ON ROLLS ROYCE ENGINES THAT 
IS BEING HEAVILY SUBSIDIZED BY THE BRITISH GOVERNMENT AND 
THE EASTERN AIRLINES AIRBUS (A-300) PURCHASE EROM EUROPE. 

ALSO NOTED WAS THE USE OF OTHER INDUCEMENTS BY THE EUROPEANS 
IN THIRD COUNTRY MARKETS, ESPECIALLY THE FRENCH. THESE 
INCLUDE MIXED CREDITS, HEAVILY SUBSIDIZED PRODUCTION, AND 
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IN AT LEAST ONE CASE THE OFFERING OF AIR ROUTES. IT WAS THE 
FEELING OF THE GROUP THAT THE SPIRIT OF THE ARRANGEMENT ON 
EXPORT CREDITS WAS BEING ERODED AND THAT SOMETHING HAD TO BE 

DONE QUICKLY TO INFORM THE EUROPEANS OF OUR GROWING 
CONCERN. 

3. EXIMBANK HAS BEEN PLACED UNDER CONTINUING AND HEAVY 
PRESSURE BY CONGRESS AND DOMESTIC INTERESTS TO MATCH THESE 
INDUCEMENTS AND SUBSIDIES. IN FACT, LEACH AMENDMENT TO 
PENDING EXIMBANK LEGISLATION PROMPTED BERGSTEN TO INITIATE 
DISCUSSIONS WITH DENMAN (EC) ON NEED TO IMPROVE ARRANGE- 
MENT. AT THIS MORNING'S BOARD MEETING, THE DIRECTORS VOTED 
TO OFFER 15-YEAR TERMS ON THE ALGERIAN LNG TANKER PURCHASE. 
NOTIEICATION OE THIS DECISION WILL ARRIVE IN THE CAPITALS 

OF PARTICIPANTS IN ARRANGEMENT ON MAY 25 OR 26. THIS 
DECISION BY THE BOARD IS NOT IN CONTRAVENTION OF THE 
ARRANGEMENT SINCE THE USG TOOK A SPECIEIC RESERVATION 
AGAINST THE INCLUSION OE LNG TANKERS, AND WE ARE EOLLOWING 
THE lO-DAY NOTIEICATION CLAUSE AS SPECIFIED IN THE 
ARRANGEMENT. 

4. IT WAS THE CONSENSUS AT BREAKFAST THAT THESE ISSUES 
SHOULD BE DISCUSSED ON A TECHNICAL LEVEL AT THE JUNE I 
AIRCRAFT MEETING AND THE JUNE 19 LNG TANKER MEETING. 
FURTHERMORE, THE BREAKFAST GROUP WAS PREPARED TO RECOMMEND 
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THAT THE ISSUE BE CARRIED TO THE OECD MINISTERIAL AND 
LACKING PROGRESS THERE SHOULD BE CARRIED TO THE BONN 
SUMMIT. 

5. SUGGESTED TALKING POINTS: 

- THERE IS GROWING CONCERN IN THE U.S. GOVERNMENT 

ABOUT THE INCREASING USE OF EXPORT EINANCING AS AN ELEMENT 
IN COMPETITION. THIS HAS BEEN PARTICULARLY EVIDENT IN 
AIRCRAFT TRANSACTIONS. THE MAJOR CASES BEING WITH THE 
PAN AM BUY OF ROLLS ROYCE ENGINES AND THE EASTERN AIRLINES 
AGREEMENT ON THE A-300 AIRBUS. 

- THE GROWING CONGRESSIONAL AWARENESS OF THESE 
ACTIONS HAS RESULTED IN THE LEACH AMENDMENT WHICH WOULD 
REQUIRE THE U.S. GOVERNMENT TO INITIATE NEGOTIATIONS AT THE 
MINISTERIAL LEVEL TO IMPROVE THE ARRANGEMENT AND HAS ALSO 
RESULTED IN PRESSURE TO TAKE SOME SORT OF COUNTERACTION, 
INCLUDING MATCHING TERMS IN EXPORT MARKETS AND MEASURES TO 
COUNTER UNFAIR COMPETITION IN OUR MARKET. 

- THE INCREASING RESORT TO GOVERNMENT SUBSIDIES TO 
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PROMOTE EXPORTS CANNOT SERVE ANYONE'S LONG-TERM INTEREST. 
A COMPETITION AMONG TREASURIES IS NOT ONLY SELE-DEEEATING; 
IT 'WILL SURELY EEED PROTECTIONIST EORCES. 

- THE EXIMBANK BOARD DECIDED MAY 25 TO OEEER U.S. 

EINANCING TERMS OE 15 YEARS ON LNG TANKERS. NOTIEICATIONS 
SENT MAY 25 TO ALL PARTICIPANTS PURSUANT TO THE ARRANGE- 
MENT ON EXPORT CREDITS. ALTHOUGH EXIMBANK FELT 15-YEAR 
TERMS WERE JUSTIEIED BY ECONOMICS AND SIZE OE TRANSACTION, 
GROWING DOMESTIC PRESSURES AND CONTINUING USE OE SUBSIDIES 
AND OTHER PREDATORY EINANCING PRACTICES BY SOME OTHER 
PARTICIPANTS IN THE ARRANGEMENT WERE IMPORTANT CONSIDERA- 
TIONS TO ALL INTERESTED USG AGENCIES. 
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- THE UNITED STATES GOVERNMENT IS PREPARED TO ADDRESS 
THESE ISSUES IN DETAIL AT THE JUNE 1 EXPERTS MEETING ON 
AIRCRAET AND THE JUNE 19 EXPERTS MEETING ON LNG TANKERS 
AND HOPES EC REPS WILL REFLECT SERIOUSLY ON IMPLICATIONS 
OP A COMPETITION OF TREASURIES. WE VIEW THIS SITUATION 
SO SERIOUSLY THAT WE ARE PREPARED TO RAISE IT ALSO AT THE 
OECD MINISTERIAL MEETING, AND, IP IT CANNOT BE RESOLVED 
THERE, WE WILL ASK THAT IT BE PURSUED AT THE JULY SUMMIT 
IN BONN. CHRISTOPHER 
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